PROCESSING FARM PRODUCTS                 in
That the factory selling price of canned peas for 1,255,764 cases of No. 2 cans averaged $2.77 cents per case for the year 1919, which was $1.385 per dozen cans or 11.53 cents per can, was due to the fact that consumers are especially fond of green peas and willing to pay enough to get them. In fact the demand has been so great that existing factories have been unable to supply sufficient peas. High prices under these conditions have stimulated the establishment of new factories because profits have been large. Sooner or later the high level of profits will induce enough middlemen to enter the pea-canning industry to supply a quantity more nearly adequate to meet consumers3 requirements. The point of emphasis, however, is not that profits are large or small, but that, contrary to popular imagination, consumers willingly bid high prices for peas which temporarily make high profits possible. High prices are due not so much to the size of profits as to the fact that many expensive services have to be met before the consumer can obtain his desired supply. These services are equally important if farmers are to be able to continue their present quantity production of peas. Eliminate the processing service and farmers would receive prices so low that pea production would necessarily be curtailed to the relatively small amount now grown for fresh green-pea consumption.
The fact that the profits of factories canning peas are high does not in any way reflect upon the value of the processing service. That the service provides both a supply of peas for consumers and a market for farmers makes it exceedingly valuable. So long as demand is great and supply short, high profits serve the practical purpose of stimulating the establishment of needed new factories. In fact, high prices have already stimulated certain groups of farmers to cooperate in employing their own middlemen to render the service of processing. Such cooperative middlemen follow the same